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When the last Real Estate Trends Bulletin went 
REAL ESTATE ACTIVITY to press, figures on real estate activity had not 

been received from all cities, and a preliminary 
figure was computed from incomplete returns, The statement was made then that 
the rise in real estate activity indicated by the preliminary figures might be re- 
versed when complete tabulations were made. 


The chart on the inside spread of this report shows that this has taken place 
and that real estate activity, instead of rising slightly, has continued its slow de- 
scent from the peak of 86,1 per cent above normal reached in May 1946. 


The last two drops in real estate activity have been considerably smaller than 
those preceding them, From May through December 1946 each month saw a drop 
of 3 to 5-1/2 points. From December to January, however, the drop was only 
nine-tenths of a point and from January to February the drop was only 1.5 points, 
This decline in activity is probably due principally to the fact that the percentage 
of families owning their own home has now risen to a point very much above any 
of the measured figures of the past. Undoubtedly a large part of this additional 
home ownership is unwilling ownership, forced by the necessity of having shel- 
ter. It seems likely that even with today’s shortages we have reached a satura- 
tion point which will make it difficult to increase home ownership still further. 
Real estate activity arising from speculation has also been shrinking, as the rap- 
id increases in selling prices have priced most speculators out of the buying 
market. 


The January reading of the real estate mortgage 
REAL ESTATE MORTGAGES _ index has been corrected by the receipt of com- 

plete data to 9.5 instead of our preliminary fig- 
ure of 9.1 published last month. The February reading of 9.9 shows a very slight 
rise in real estate mortgage activity but this, too, isa preliminary figure and 
when it is revised will probably show that the drop is continuing. 


At the present elevated construction costs and low interest rates, we feel that 
a more conservative lending policy will be followed, Loans on new construction, 
if made at all, should be amortized quickly enough to keep the unpaid balance 
well below the replacement cost of the ground and building. Construction costs 
are going to come down. Ten years from now we expect drops of from 30 to 35 
per cent. With this added to the depreciation charged to the building, many own- 
ers will find that they owe more than their property is worth. One hedge the 
mortgage men have against this condition is to insist on faster pay-offs. As to 
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BUILDING COSTS OF A STANDARD SIX ROOM FRAME HOUSE BUILT IN ST. LOUIS 


ts are grouped into four classifications of material, four of labor and three radiation, 


ead. A further breakdown of these groups is given in detail below. Columns o (7) Plumbing: Soil pipes and connections, stack, water pipe and connections, lead oak- 


table are numbered, and a brief description of the items included in um and bathroom fixtures; hot water heater and tank to be furnished by others. 
paragraphs below. Paragraphs are numbered to correspond with the Group D 


Building material costs are indicated by the letter M: corresponding tems, i (8) Sheet Metal 
i by the letter L, 

No labor items are shown in Column 10, Building Hardware, as they } 

ncluded in Column 5, Millwork. 


Galv. iron (present) gutters, downspouts, flashing. 
(9) Electrical Work: Main switch, BX cable, switch boxes, receptacles, transformer, 
etc. No fixtures included, 
(10) Nails and Hardware: Common and wire nails, bolts, damper, ash doors, finish 
hardware. 
up A (11) Painting, White lead, linseed oil, turpentine. 
1) Masonry: Cement, sand, gravel, quick lime, hydrated lime 4 (12) Miscellaneous: Metal and wood laths, corner bead, insulation. 
face and common brick, fire brick, flue lining. Total Material and Labor Costs 
2) Tile Work: 4-1/4 x 4-1/4 wall tile, ceramic floor tile, cap and Group E tie 
up B (13) Overhead and profit of subcontractors in plastering, metal work, heating, plumb- 
Unfinished Lumber: Columns, beams, floor and ceiling joists, i rior le ing, electrical work and tile work. 
r studs, rafters, bracing, etc. (14 
4) Finished Lumber: Sub-flooring, sheathing, beveled siding, finish floor S (15) 
phalt shingle roofing, roofing felt, tar paper, shutters, etc 
Millwork: Windows, doors, trim, kitchen cabinet, stairs 
up ( 


General contractor’s profit. 

Missouri sales tax (now 2% on materials), old age and unemployment tax (Federal 
and State), liability and employees’ compensation insurance, fire and tornado insur- 
ance, completion bond, 


(16) Total overhead, profit and other costs. 
6) Heating: Boiler, insulating jackets, fittings, tools, pipes, connecti ulves and TOTAL CONSTRUCTION COST 


GROUP A GROUP B GROUP ¢ GROUP D GROUP E 


| 
| 


}} 


Year (1) | (2) (3) } (5) (€ (7 (8) (9) {(10)} (11) Total (13) |(14) |(15) 

|M Li|M LIM L |M L {IM i M |! M LIi|M LIM/]M L M L 
1913 ||$343 $388 |$ 24 $13 218 $101 $134)/$350 $121 $152 $136 |$231 $110 |$ 65 $12 |$36 $49/$59 B16 $ 64 $1973 $ 1146/§ 248 § 337 § 132 
1914|| 362 388) 24 13) 212 101 134) 349 121) 147 136] 248 110} 59 12/| 32 49) 59 64 1973 1146)} 248 | 337) 132 
1915|| 360 388) 24 13) 189 108 145} 329 131/152 144| 249 116] 68 12| 38 52] 64 69 1911 1197|) 257) 337) 135 
1916|| 366 396) 24 13] 224 108 | 145] 363 131| 203 144| 309 116] 101 12] 55 52] 86 69 2250 1205]| 295 | 375| 142 
1917|| 456 413 14] 258 109 | 146} 396 132) 244 152| 359 122] 108 12] 59 54/110 69 2610 1242)| 325 | 418) 152 


1918|| 539 421 15] 292 118) 5 158) 449 143) 3 152| 359 124 95 14 52 54/118 75 2924 1295)| 346| 457| 163 
1919|| 624 453 15} 519 128 170; 729 154 ¢ 349 «©:130) 83 15) 45 57/113 81 ‘ 3928 1386]) 342) 566/ 187 
1920|| 742 463 17} 607 183 | 243/1030 220 ( 184 3 150; 83 21 46 66/143 116 : 4713 1695)]| 366| 677) 227 
1921|| 674 501 18/ 479 188 250; 506 225) 27: 192 156 64 22) 35 69] 94 119 K 3664 1773)) 372) 581) 215 


1922|| 609 18| 362 174 232) 571 209/ 258 204 33 «166 64 35 73) 79 111 3248 1744|| 370| 536| 205 








1923|| 633 21} 410 200 | 268} 551 242| 267 27| 430 184] 70 38 81] 94| 128 36|| 3429 1986|| 407| 582| 228 
1924|| 618 108| 401 246 | 328| 492 296| 2° 77| 388 224] 64 35 100) 97| 35 156 3521 2510|| 527| 656| 274 
1925 || 606 108} 375 251 335| 472 302| 273 255 207] 68 | 37 92| 89] 37 159 3404 2467/| 508/| 638| 267 
1926|| 566 108| 379 240] 732 320) 432 288) 26 244 197| 69 37 87| 86| 36 152 3|] 3316 2359|| 499| 617) 254 
1927|| 565 108 228 304| 358 275! 25 184/ 395 159] 67 37 66! 84| 3% 3190 2157 582| 237 


1928|| 563 97 184 244) 377 220 184, 382 151] 71 | 39 66) 85 3141 1856 544/ 213 
1929|} 565 | 97 184 | 244) 384 220 184) 3 151 82 | 45 66) 89) 3: 3156 1856 545| 213 
1930|| 474 97) 3 135 | 181) 312 164 140| 3 114) 71 15] 39 50) 72) 33 2984 1429 479| 175 
1931)| 411 57) 313 108 | 145) 254 131 112; 322 91) 58 | 32 40] 61) ; : 2655 1147 412| 146 
1932|| 438 51 108 | 145) 269 131 112 91 50 | 28 40 2507 1141 395} 142 





1933|| 457 51 108 145; 344 131 112 91 52 28 40 2700 1141 413| 146 
1934|| 540 51 108 | 3 145) 494 131) : 112 91] 55 | 30 40 3217 1141 466| 154 
1935|| 508 67 135 181) 523 164| 236 140 114 | 3 15| 24 50) 3091 1422 481| 174 
1936|| 506 67 159 209; 494 188) 2 160 131] 50 | 28 57] | 3071 1631 505| 239 
1937|| 503 67) : 186 , 245| 578 221 160; 32 141| 54 | 29 57 K 3306 1768) 544; 310 
1938|| 508 67 157 204] 571 179 160| 297 134] 47 19| 26 57 3106 1532 494| 306 
1939]| 513 17 159 211; 513 190 160 77 133 ¢ 27. «+57 3026 1696 a 323 
1940|| 510 158 215| 567 195) ; 160; 282 131 | 32 57 3129 1702 516| 327 
1940|| 510 158 215| 566 195/| 236 160 35 +131 3 35 57 | ¢ K 3108 1702 516) 327 
1940|| 510 158 215| 566 195| 23 160; 285 131 : 35 57) 65| % 3108 1702] 516| 327 
1940|} 510 162 218) 628 197) 25 160 161 $1 587 3482 1768 564| 351 


1941|| 515 182 | 243| 645 219) 24: 160 161 28 58 3507 1950 585| 375 
1941|| 487 182 | 243} 633 219] 25 180| 274 149 2 19) 28 63) 69) 3 3432 1990 | 581] 376 
1941|| 510 ° 220 | 279} 635 252) 250 180! 2 149 | 9| 27 63 , 3626 2108 613} 397 
1941|| 514 226 303) 689 274) 26: 200| 289 187 34 72 3800 2279 650; 424 








| 
1942|| 514 231 | 305| 689 275| 262 200| 314 187| 48 72 3799 2307]| 653| 427 
1942|| 520 231 305] 715 275| 273 200] 317 187] 50 72) ’ 3883 2307)| 663| 429 
1942/| 520 233 307/ 715 276] 2" 200| 317 198| 72 29] 50 986| 79| 3882 2331)| 668| 427 
1942|| 520 207 274] 715 248) 273 180] 317 149] 50 ‘ 3881 2111) 639| 403 


1943|| 520 207 274) 715 248] 273 180 7 149 f 9/| 50 3873 2111)| 639| 402 
1943|| 520 207 274) 715 248) 27 180} 317 149] § 50 : 3873 2111 639| 402 
1943|| 520 189 247| 715 222) 273 180; 317 149 56 50 | | 3867 2022 631| 393 
1943|| 528 189 247; 715 222) 27 180| 317 149 50 63) & 4112 2022 656| 398 


1944|| 528 189 247; 663 222) 2 180/ 317 149 50 i 4082 2022 653| 398 
1944|| 528 189 247| 663 222) 273 180) 3 149] § 50 ' 4226 2022 667| 400 
1944|| 528 189 247| 679 222) ; 180 7 149] § | 50 ¢ 4242 2022 669| 401 
1944|| 537 189 247| 679 222) ; 180| 317 149 . 50 . 4262 2136 682) 411 


180| 3 149] | 50 79 | 4285 2233 694| 426 
180} 317 149] | | 50 79| : 4299 2233 696| 427 
180} 317 149| 56 | 50 79 | 4299 2233 696| 427 
180} 3 149 50 | 79] : 4299 2233 696] 427 
180} 317 149 | 50 : wf 4299 2233 696| 427 
180} 320 149 | 50 79| : 4302 2233 | 696| 427 
| | | | 
200| 320 174 e 79 4302 2382 | 712] 455 
292| 320 251] § | 101| 79 4329 3163 800| 549 
292] 320 251 | 50 101) 79 4329 3177 802| 552 
292| 320 251| §& 101) 79] : 4354 3177 805| 553 
292| 322 251 50 101| 79 4368 3177 806| 554 
292| 322 251] §& 101) 79] : 4368 3177 806| 554 


1945|| 537 212 277| 702 249 

1945|| 551 212 277| 702 249 

1945|| 551 212 277| 702 249 

1945|| 551 212 277| 702 249 

1945|| 551 212 | 277; 702 249 

1945|| 551 212 277| 702 249 
| | 





NM hw wD & Ww 


1945|| 551 231 307| 702 276 
1945|| 578 312 429) 102 345 
1945|| 578 312 | 429} 702 345 
1945|| 603 312 | 429) 702 345 
1945|| 603 312 | 429} 702 345 
1945|| 603 429} 702 345 
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1946|| 609 456] 702 411 308] 3 259 | ¢ 111) 79 4377 3421 834) 583 
1946|| 609 456) 702 411) 285 308 259 5 111) 79 4377 3421 834) 583 
1946|| 609 456} 702 411) 285 308] 322 259 } 111} 79] 3 4404 3421 837| 584 
1946}| 615 456} 702 411) 306 308} 332 259 119) 79 4416 3450 842) 589 
1946|| 615 456) 734 411) 306 308| 332 259 f } 119] 79 4450 3450 845) 590 
1946 499} 734 451) 333 308] 337 259 | 119) 1] 43 4518 3564 865] 606 


1946 499] 734 451] 330 308] 358 259| 55 119} 81] 4: 4551 3564 868] 607 
1946 3 499] 734 451] 330 330] 358 272| 5¢ 127] 81 : 4584 3685) 885| 622 
1946 499} 792 451] 330 330] 383 272 5¢ 127| 91 4681 3685 895| 627 
1946 499] 937 451] 330 330] 383 272] 59 127| 81] 43 4732 368 900] 629 
1946 519] g93 451) 330 330] 349 272) 5¢ 127| 128] 128 5283 37 959] 653 
1946 918 451) 344 330} 399 272 127) 115} 183 6079 372 1043] 683 
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government insured loans, the latest to come to our attention is the 90 to 100 per 
cent loan made through FHA for 32 years and 7 months under Section 608 of 
Title VI. Such financing in today’s market can only lead to the FHA’s taking 
over many of the properties insured under this plan, 


The standard six-room frame residence built in 
CONSTRUCTION COSTS St. Louis in March cost $13,102. This increase 

of $108 is due almost entirely to another boost 
in lumber prices. This represents a cost of 52¢ per cubic foot. The cost of the 
five-room brick veneer house has risen to $11,860. This represents a cost of 
50¢ per cubic foot. 


Since 1939 the six-room frame house has increased 123 per cent in cost, and 
the five-room brick veneer house has increased 115 per cent. This larger in- 
crease in the frame house is due to the greater proportion of lumber used in its 
construction. Lumber prices have risen faster and farther than any other major 
building material. We understand that larger lumber buyers are beginning to be 
more selective in their purchases and are paying more attention to grades and 
quality. This tendency, coupled with the slowly increasing lumber supply, should 
help stabilize lumber prices this spring or summer, 


The present index reading of 3.6 foreclosures 
FORECLOSURES per month per 100,000 families represents a 0.5 

rise, and places the index at the same point it 
occupied in January 1946. Once the trend of the foreclosure rate index starts 
definitely on the way up, the real estate activity trend starts down. By comparing 
the foreclosure rate with the real estate activity index, one may make a little bet- 
ter analysis of the latter. 


Foreclosures are simply marking time at the present, and while we expect a 
slow rise in the index by the year’s end, we feel that it will be several years be- 
fore there are large foreclosure increases, In 1933, the foreclosure rate went to 
84.6 per 100,000 families. This is the highest the rate has been since 1878 when 
it reached approximately 115.0. Local foreclosures should be watched very close- 
ly as in many cases these local rates are far above the national average. 


It becomes more difficult daily to discuss either 
RESIDENTIAL CONSTRUCTION of these topics without including the other. Resi- 
AND RESIDENTIAL RENTS dential construction’s demand is mostly for 

rental housing at controlled rentals, The present 
level of rents on existing dwelling units is so low that it is impossible to realize 
a fair net return on replacement cost. We realize, however, that the FHA will 
allow a far higher rent on new buildings to be built, but the prospective builder is 
naturally concerned with the two following possibilities: 


First, that it will probably be possible to build several years in the future at a 
much lower cost, which means that buildings built then can show a return on the 
investment with a lower rental than would be required on buildings built now. 


Second, just so soon as the present scarcity is over, many existing buildings 
will again be on the market, and the returns on these existing buildings have been 
frozen at extremely low levels. The competition of these buildings will probably 
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make it impossible for him to get a high enough return to keep his building sol- 
vent, 


On the other hand, if rents take a drastic rise due to a change in rent control 
legislation, the demand for rental units will take a fall just as drastic. To this 
rather unpromising outlook for rental housing add the fact that soaring construc- 
tion costs have sharply limited the number of people who can afford to build 
homes, Our interpretation of these factors is that less residential construction 
will be started in 1947 than was started in 1946, and that most people have been 
over-optimistic in estimating the amount of construction which would take place 
during the postwar period, We also feel that the much-discussed housing short- 
age, while most acute and a source of great hardship to many people, could be 
considerably alleviated by a 20 or 30 per cent raise in rents, This would bring 
about a more efficient use of space. 


Two factors that work toward increasing prices 
COMMODITY PRICES are 1, expansion of credit and increase in the 

amount of money in circulation such as charac- 
terize the government’s financial policy during periods of unemployment and 
war; and 2, increased labor costs without corresponding increases in production, 
The first factor has proved to be more inflationary than the second in the period 
prior to V-J Day. It appears that the government is now making a sincere effort 
to balance the budget and if successful this will do a great deal to halt inflation of 
prices, Indications are that labor is becoming more tractable and that this spring 
the crop of wage increases will be smaller and lower and, therefore, will have a 
tendency to increase prices less. 


Inventories in most lines of goods are increasing, 
BUSINESS ACTIVITY indicating that production is starting to outstrip 

demand at the current high prices, This is true 
to a far larger extent in consumer goods than it is in the durable goods field, but 
even in the durable goods field the extreme shortages of the OPA period are dis- 
appearing rapidly. Lumber inventories have increased by 50 per cent in the last 
nine months in the United States, and by the end of 1947 most acute shortages will 
have disappeared, 


Business during the next few months will remain ona relatively high basis, 
but with the probability that a slackening will be apparent in many different lines. 
By the end of the year we believe that a considerable drop-off in business will be 
apparent to the man in the street. 


It seems probable that the first and second quar- 
STOCK MARKET ters of 1947 will be lower than the high point 

from the standpoint of corporation earnings, In- 
creasing competition will bring about lower prices for their finished articles as 
the year progresses, While high labor costs and operating costs will reduce the 
percentage of profit, the high price level will also necessitate larger cash bal- 
ances for daily operations, Part of this increased capital will probably be ac- 
cumulated from earnings, It seems to us that while the stock market might rise, 
the chance of a sideways movement or of a further drop is more probable, 
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